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FOLLOWING MSG SENT ACTION BRASILIA INFO SAO PAULO FROM RIO DE 
JANEIRO 15 OCT 74 REPEATED FOR YOUR INFO 

QTE 

RIO DE JANEIRO 3867 

E.O. 11652: N/A 
TAGS: EMIN, BR 

SUBJECT: BRAZILIAN PARTICIPATION IN IRON ORE CLUB 
REE: BRASILIA 7853 

1. CVRD PRESIDENTIAL ADVISOR PHONED CONGEN OFEICER LATE 
FRIDAY, OCTOBER 11, TO DISCUSS REF SUBJECT. EORMER 
CONFIRMED THAT MINISTER UEKI, CVRD PRESIDENT REIS AND 
ITAMARATY OFFICIALS PLAN TO ATTEND IRON ORE PRODUCERS 
MEETING. WHETHER MEETING WILL BE HELD INCARACAS OR 
GENEVA HAS NOT BEEN DECIDED. AETER THESE PRELIMINARY 
REMARKS, CVRD PRESIDENTIAL ADVISOR STATED, IN CAREEULLY 
MEASURED PHRASES, HIS COMPANY'S ATTITUDE TOWARD PROPOSED 
IRON ORE PRODUCERS ORGANIZATION. 
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2. PRESSURE HAS BEEN GROWING AMONG PRODUCERS TO EORM AN 
ORGANIZATION PATTERNED AETER THAT OE OPEC. POSSIBILITIES 
ARE QUITE HIGH, THEREFORE, THAT IRON ORE PRODUCES MAY 
EORM SOME TYPE OE ORGAN AT THEIR EORTHCOMING MEETING. THE 
PRECISE STRUCTURE, OBJECTIVES AND POWER OE SUCH AN ORGAN 
MUST STILL BE DETERMINED. THE ORGAN MAY BE MERELY A EORUM 
EOR EXCHANGING INEORMATION, OR IT MAY BE AN AGGRESSIVE BODY 
DESIGNED TO SUPPORT INTERNATIONAL IRON ORE PRICES. VENEZUELA, 
INDIA AND PERU ARE PRESSING TO GIVE THE PROPOSED ORGAN STRONG 
POWERS AND AN AGGRESSIVE ROLE SIMILAR TO THAT OE OPEC. BRAZIL 
WILL ENTER EORTHCOMING MEETING UNCOMMITTED, WAITING TO SEE 
WHAT POSITION SUCH OTHER MAJOR PRODUCERS AS SOUTH AFRICA 
WILL ADOPT. 

3. IN ESSENCE, HOWEVER, BRAZIL IS NOT AS RADICAL AS 
VENEZUELA OR PERU. IT BELIEVES IRON ORE PRICE INCREASES 
HAVE LAGGED BEHIND THOSE OE STEEL PRODUCTS. RECENT RISE 
IN IRON ORE PRICE IS A EUNCTION OE CURRENT INELATIONARY 
TRENDS IN COMMODITY MARKETS; IT DOES NOT COMPENSATE EOR 
HISTORICAL LAG. BRAZIL WOULD LIKE TO SEE A FURTHER RISE IN 
IRON ORE PRICES. IT RECOGNIZES, HOWEVER, THAT IRON ORE 
PRODUCERS, LACKING OPEC'S STRONG BARGAINING POSITION, 

CANNOT EORCE A PRICE INCREASE COMPARABLE TO THAT OBTAINED 
BY OPEC. IN EEEECT, IRON ORE PRODUCERS MUST WORK UNDER A 
EAR TIGHTER PRICE CEILING CONSTRAINT THAN DO PETROLEUM 
PRODUCERS BECAUSE OE THE GREATER AVAILABILITY OE IRON ORE 
DEPOSITS. INDEED, EOR IRON ORE PRICE INCREASES TO BE EULLY 
EEEECTIVE AND LASTING, PRODUCER NATIONS SHOULD COORDINATE 
WITH CONSUMER COUNTRIES. 

4. CONGEN OFEICER QUESTIONED WHETHER PRODUCER COUNTRIES 
ARE TAKING SMILAR STEPS IN THE ALUMINUM AREA. CVRD 
PRESIDENTIAL ADVISOR STATED COMPANY HAD NOT YET ENTERED 
SERIOUSLY INTO THAT FIELD. HE NOTED, NEVERTHELESS, THAT 
ALUMINUM METAL PRICES HAD INCREASED DISPROPORTIONATELY 
RELATIVE TO BAUXITE PRICES. ALUMINUM MANUEACTURERS, IN 
EEEECT, HAVE EORMED A SILENT CARTEL ENABLING THEM TO CONTROL 
PRICES AND TO AUGMENT THEIR PROEITS AT THE EXPENSE OE 
MINERAL EXPORTERS. BAUXITE PRODUCERS, THEREFORE, WOULD BE 
JUSTIEIED IN SEEKING A SIGNIEICANT PRICE INCREASE. MILLER UNQTE 
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